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ROBERT L. BROWN 111 
Attorney At Law 

1005s MaiinSt,Suitc 101 
Corbin, Kentucky 40701 

I'hoiir (h06) 528 . 3073 

'10: Public Service Commission 
tIrll"IT,NTION: Ms. Beth ODonncll 

PXCSIMILE it: (502) 564-3460 

FROhl: Robert L.. Brown 111 

r)AsK: Deccmbcr 22, 2008 

'TlhlE: -Iop/73 

RE: CASE NO. 2008-U391 

'Iota1 Number af Pages (including cover letter): 

LESS AGE: 

Please see the attached. A hard copy will follnrv in the mail 

REFERENCE #: 

Fax (606) ,528 - 32RY 

DEC 2 2 2008 
PUB1.IC SERVICE 

COMMISSION 

I he iniorn1,ition conL1iiicd in this fncsiimile is confidcntial and may also bc. atturney -privilcl;cd. I he 
iiifornnation IS intended only for thc usc of tlic individunl or entity to r\.honn it  is oddrewed. If you have  
recc4'cd this facsimile in error, plcasc iniinncdiakly notify us by a collect tclcpho!lc call 10 (600) 528- 
Xi73 and rclurn the original message to us a t  thc address Jhove by U n i t d  Stakcs m a i l  I h61ink y o r ~  
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ROBERT L. BROWN I11 
ATTORNEY AT LAW 

CORBIN, OHTUCKY 40701 
1005 SOUTH MAIV STREET 

(606) 528-3073 
FAX 1606) 52R.1289 

Deccmber 22,2008 

WA..FA.C-SMAEAND M A E  

Lis" Stephanie Stumbo 
Executive Director 
Kentucky Public Service Commission 
211 Sower Blvd. 
FC). Box 615 
Frankfort, KY 40602 

RE: CITIPOWER, LLC -'APPLICATION OF CITIPOWER, LLC FOR 
RATE ADJUSTMENT FOR SMALL UTILITIES PURSUANT' TO 
KAR 5076 
Case No. 2008-00392 

Dear ~ I S .  Stumbo: 

Enclosed please find the original and seven (7) copies of Citipuwer, LLC'S 
Response to Supplemental Data Rcquest of Commission Staf f  to Citipower, LLC as it 
relates to the above-mentioned matter. 

Your attention to this matter is appreciatcd, and should you have any questions 
or comments, please do not hesitate to contact mc. 

Si ncerel y, 

ert L Brown 

l<I.B/ia 

Enclosures 
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COI\IMONWEAL.TI ? OF KENlUCKY 

BEFORE THE. PUBLIC SERVICE COMhlISSION 

lii the h4atter of: 

C1 IIPO\VER, LLC 

APIWCA rlON OF CITIPOWER, LCC FOR 
RATE AnJUSTMEN-r FOR SMALL Li’rILIIIES 
1’I:RSUAN’T TO 807 KAR 5:07h CASE NO. 2008-00392 

I-?ESpONSE TO SUPPLEMENTAL DATA REQUEST OF COMMISSION SI’AFT 
TO CI1’IPOWER. LLC 

Comes now Citipower, LLC, (”Citipmver”) by and through the undersigned 

counsel, and states the following response to the Supplemental Data Rcqwst of 

Commission Staff to Citipower, LLC, with regard to the above-referenced case nurnbcr: 
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QLiestion 1 a 
Pago 1 of 1 

P.  0 4  

COMh4ONWEALTI-I OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

11) thc Lfattcr of 

I'IPJ'LICAI'ION OF CITIPOWER, LCC FOR 
RA TE ADJUSTMENT FOR SMAL.L UTILITIES 
PUIGUANT TO 807 KAR 5:076 CASE NO. 2008-00392 

1. Refer to responses to Items 1.c. and 2.c of the Commission Stall's Oclober 29, 

ZOO8 data rcqucst ("Staff's first request") 'I'he response to Item I.c.. indicates t h a l  

C'itipnwer employs an on-site office manager who is paid $13.30 per hour  while tlw 

response to Item 2 c. lists a "Citipower Manager" with a salary of $72,112. 

a. Clarify whether the on-site office manager and the "Citipolifer 

hlanager" are hvo different positions or the same position. 

PESPONSE: 

These are hvo different positions. 
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Question 111 
Page 1 of 1 

COhlMON\VEALI’II OF KENTUCKY 
BEFORE ‘TIIE PUBLIC SERVICE COhlhlISSlON 

In tlic hlattcr of 

i\l’Pl.lC‘ATION OF CITIPO\YER, I.CC FOR 

I’URSUANI‘ TO 807 KAR 5:076 
RA’IX ADJUSThENI FOR SMALL UTILITIES 

CASE NO. 2008-00392 

I Refer to responses to Items 1.c. and 2.c of the Commission Staff‘s October 211. 

7008 data request (“Staff‘s first request”). I h e  rcsponse to I t m i  1.c. indicatcs that 

citipowr employs an on-site office manager who is paid $13.30 per hour while the 

rtrsponse to Item 2.c. lists a “Citipower Manager’‘ with a salary of $72,112. 

b If the on-site manager and the Citipower Manager arc. tIvo different 

positions, list and describe the duties of each position 

RESPONSE: 

The on-site manager is more of an administrative position a t  the McCrear)’ 

Coiintv office, covering duties such as  billing and accounts receivables, processing 

pa\mtnts ,  customer service calls, gencral scheduling, etc. The Citipower h,lanager 

ps i t i on  oversces the utility from more of a inairagerial and officer pcrspectivc. Hiring, 

perionnci issues, collection problems, compliance, field and officc oversight, liaisrm with 

C‘itiEncrgy and Citipower’s board of directors are examples of the regular dutjes of this 

pisitiiiii. Both positions are critical to thc ongoing operations of the utility and have heci1 

hi place sincc 2002 
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Question .?a 
Page 1 of 1 

COMh.ION\YEAI.I I I OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COl\4h4ISSlON 

In the hjfatter of: 

APPLIC'A'I ION OF CITIPOIZ'ER, LCC FOR 

PURSUAN I' 1'0 807 KAR 5:0T6 
JUl i; ADJLJSI MEN1 FOR SMAI,L UTJI.JlIES 

CASE NO 2006-00392 

2. Refer to the respi?se to Itenis 2.a and 2.c. of thc Staff's first reqwst. ' l h  

~ ~ s p o n s c  to Itcm 2 2 .  indicates that CitiEiiergp, LLC ("CitiEncrgy") charges C:itipcwer. a 

m o i ~ t h l y  management fee of $10,000 \vhilc, as noted previously, the response to Item 2 . c .  

list5 a Citipower Manager with a salary of $72,112 

a Provide a detailed description of the management services Citipowr 

rtwivcs from CitiEnergy. 

RJ3PONSE: 

l h e  $10,000 management fee is for Board of Director costs, accounting staff, 

Icgal coordination, regulatory and planning filings and  oversight, togcther with strategic 

planning duties. These duties are primarily performed in Greensboro, North CilroliI1a. 

hfanagcment fccs have been in piacc since 2002. 
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Q u ~ t i t ~ i  Zb 
Page 1 of 1 

COhlMONWEALI €I OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COMMISSION 

111 the hfattrr of 

\Pi’L.JCA‘I’lON OF CITII’O\\rER, I-CC FOR 
RAX ADjUSl MIINT FOR SMALL U.1 ILITILS 
I’ERSUAN r ‘IO 607 KAR 5076 CASE NO 2008-00352 

2. Refcr to the response to Items 2.a. and 2.c. of the Staff’s first requcst l h e  

r~qmi i se  ttr llcm 2 4 .  indicatcs that CitiEnergv, LLC, (“CitiEnergy”) charges C i t i p i w r  a 

niontiily management fee of $10,000 wliilc, as noted prevVio~isly, the rcsponsc to Item 2 , ~  

lists a ci tipwrer Manager \ri t l i  a salary of $72,112 

b Describe the relationship between CitiLnergy and Citipiwer aJld 

idciitity to !.;hat extent, if any, the two entities have common ownership 

RESPONSE: 

C‘itiEnergy, awns 100% of Citipower. See Case No 2004.-00444 
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Question 3a 
F’agc. 1 of 1 

C~Oh?MONWEAL’II~~I OF KENTUCKY 
BEFORE THE PUBLIC SERVICE CO~~hf lSSlOK 

In thc AIattcr of: 

APPLICATION OF CI TII’OWER, LCC FOR 

PURSUANT TO 807 KAR 5076 
R.4 T l i  ADJUSTMENT FOR 5MAL.L. UTlI..I’TIES 

CASE NO. 2008-00392 

3. Refer to the response to Itcm 3.a. 01 thc Staff’s first request and to I’aragraph 

5 on page 3 of Citipower‘s application. 

a .  Explain whether Citipower is familiar with the rateniakins principk 

which prohibits retroactive recovery of past losses and retroactivc refunding of past 

profits. 

RESPONSE: 

Yes The entire rate application is predicated upon a going forward basis 

and tha t  2006 financial results will closely rescnible the results of 2005 through 2007. AN 

l i i , ~ t ~ ~ r i c a l l y  accepted by the Commission, and as stated “assuming all things being equal 

i n  the future”, is part of the basis for stating tha t  thc current rate base is inadequalc. 

Further, Citipo\\,er is not requesting reimbursement, but siniply pointing out thaL I t  

iaiinot continue to lose money as in the past. 

I 



Question 3b 
Page 1 of 1 

COhfhlONll'EALTII. OF KEN1 UCKY 
EEFORE TJ IE PUBLIC: SERVICE COMMISSION 

AI'PLICATION OF CITII'OWER, LCC FOR 
IW1.E ADJUSlMENT FOR SMALL UTIL.I'IIES 
PURSUANT TO 807 KAR 5:fl76 CASE i<O, 2005-00392 

3 Refer to the response to Item 3 a. of tlic staff's first request and to Paragraph 

5 on page 3 of Citipoiver's application. 

b. Explain what is meant by "hypoti.tctical" sales rcfcrenced in the 

second paragraph of the response. Provide the calculation of the 9.9 percent return on 

"hypothetical" sales. 

RESPONSE: 

Pro-forma. The underlying basis for calculations is historical data- Thc 

calculi,tion is 8161,500 ($1.86 x 66,826 mcf) / $1,477,727 which i s  10,9%, not 9.9';;~~ 

Citipower argues that this percentage is fair and reasonable return on its investmcnt and 

con.;idering its small size and considerable risk factors This calculation docs not 

consider the 510,000 rnaiiagement fec rcfcrenccd in 2 (a) above. 
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COMMONLVEALTH OF KENTUCKY 
BEFORE lI1E PUBLIC SERVICE COMblISSION 

in the hfatter of: 

.:\PPLICA'IYON OF CITIPOLYER, LCC FOR 

I'LRSGANT TO 807 KAR 5076 
IU 1 E RDJUSTIVIENT FOR SMALL IIIILII'IES 

CASE NO. 2008-00392 

4. Refer to the response to Item 4.a. of the Staff's first request and to Exhibit 2 

nf C3ipnwer's application. Based on its gas cost recowry revenue of 5739,369, shoivn i n  

t h t  data response, and its gas purchase expenses of $832,235 shown in the exhibit, 

Citipmver tinder-recovered its gas costs during 2007 by approximatcly $92,60U. Explain 

ivhy a n  under-recovery or over-recovery of gas costs, which are rcconcilcd via A gas 

distribulion utility's gas cost adjustment mecl~anism, should be included in deriving the 

utility's revenue requirement for its base (non-gas cost) rates. 

RESPONSE: 

I t  should not be included in the utilities revenue requirement., Based upon a 

ftmvard 1nok.ing calculation using historical data (-$157,048 / 86,828 mcf) $1~81 is a brcak- 

even mcf additional rate. This calculation does not consider thc $10,000 management fee 

rclcrcnced in 2 (a) above, 
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COhlhiONWEAI,'PI I OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COA~IPIIISSION 

In tllti Mattar oi: 

5 .  Refer to the responses to ILcms 4 a and 4.c of the Staff's first reqticst. The 

response to Itcm 4.a. reflects that more than 66,000 Mcf, which is more than 75 perccnt of 

C-i tipower's 2007 sales, were to the PLibllc/liistitutional customer class. The response to 

1tt.in 4.c. stales that a large part of Citipower'j revcnuc is front the prison in A4cCrcary 

C:iiunty 

a Explain whether the McCreary County prikon is coi7sidercd a 

I'iiblic/ h~stit~itianal custorncr by Citipowcr. 

RESPONSE: 

McCrea1.y prison is considered Public. 

i 
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Questicm 5h 
J’age 1 of 1 

COMMONWEALTH OF KENTUCKY 
BEFORE THE PUBLIC SERVICE COPIIMISSION 

In the hlattcr of: 

.ll’l’LlCATlON OF ClTIPOIYER, LCC FOR 
ii.4 I E ADJLS‘I MEN FOR SMALL u i  ILI rim 
I’LXSUANT TO 807 KAR 5076 CASE NO 200~-00392 

5~ Refcr to the responses to Items 4.a and 4.c. of the Staff’s first rcqtiest The 

r q m n s c  to Item 4.a. reflects that  more than 66,000 M c f ,  which is niorc than 75 percent of 

Citipowr’s 2007 sales, were to the Public/Jnstitutional customer class. 7he  response to 

Item 4.c, states that a large part of Citipower’s revenue is from the prison in McCreary 

Cnunty 

b. Explain whether the schedule of revenue included in the responsc to 

Ikrn 4.a., which shows 75 percent of Citipower’s 2007 revenue coming from the industrial 

custnmers i t  scrves, i s  in error and, i f  so, lvhether the revenue of $922,379 idttntified as 

rcvenuc from the industrial class should be identified as revenue from the 

P~ihlic/Instihtional class. 

IIESPOKSE: 

The “Public” and ”Industrial” column headings arc reversed on responsc 4a 

‘ lh ,  5922,379 revenue is from Public salcs not Industrial (this was propcrly rcportcd on 

20117 dnnual report page 3) .  
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Question 6 
Pagr 1 of 1 

COMhlOhWEALTH OF KENTUCKY 
BEFORE 71.E PUBLIC SERVICE COAI?\.?ISSION 

P.99 

! 

! 

APPLICATION OF CIIIPOIYER, 1,LC FOR 
RATE ADJUSThfENT FOR SMR1.1, IJTILITIES 
PURSUANT 'ro 807 KAR 5:a76 CASE NO. 2008-00792 

6 .  Refer to the responses to Items 6.~7, b., c., d. ,  f , and h ,  of the Staff'& first 

w q u w t ,  all of which refer to the elimination of the h'orley cumpressor that was deemed to 

bc no longcr needed. With !he elimination of the compressor, explain whether Citipcmw 

agrees that the $3,857 expense incurred for moving the compressor and ~vhich ~ ' a f i  

rccclrded in Account 858 is a nonrecurring expense that should not hc included i n  

determining Citipower's revenue requirements. 

RESPONSE: 

Yes. 



Question 7 
Page I of I 

COhlMONl2'EALTI? OF KEN" UCKY 
BEFORE THE PUBLIC SEWICE CObMSSION 

In the hintler of: 

APPLICATION OF CITII'O\VEI<, LLC FOR 
RA'IE ADJUSIMENT FOR SMALL UTILllIES 
PURSUANT ro 807 KAR 5076  CASE NO., 2008-110392 

7 Refcr to the response to Item 6 e of the Staff's first request. Explain w l i e t h c ~  

the increase in Account 867, from zero in 2006 to $18,344 in 2007, tvhich the response 

identifies as maintenance and insurance of Citipower vcludrs, means that no  maintenance 

twpmse or expense for insurance of vehicles i\ 'as incurred in 2006. If no cxpensc {vas 

incurred for insurance of Citipower's vehicles in 2006, explain whether thar m a n s  

C itiporver's vehicles were not incurred at  that time. 

RESPONSE: 

Vehicles were insured in 2005 and ,2006. The insurance &- maintcnance costs 

for 3005 and 2006 were reported in othcr expense catcgoiics. 



COMMON\VEALT'I-I OF KENTLICKY 
BEFORE THE PUBLIC SER'L'ICE COhfMISSION 

111 the hlatter of: 

API'L.ICA?'IOF! OF CII"IPOM'ER, LLC For\ 
KATE ADJUSTAIENT FOR SVALL UTILT'TIES 
PURSUANT TO 807 KAR 5:M6 CASE NO, 2008-00392 

8. Refer to the responses to Jtems 8.a, and b. of Staff's first request, which 

conccrn Citipowcr's %250,000 promissory note to CitiEncrgy dated October 4, 2009. 

a. The response to Item 8.a.  states that "In Case No. 2004-00444, the 

(~rxnniission ordered on April 14, 2005 that Citipower could keep $250,000 as d res~ilt 01 

tlw approvcd reorganization of its corporate structure". Provide the spccific language 

from the Commission's April 14, 2005 Order in  Case No 2004-00444' relicd upon by 

C'itipowcr in making this response. 

RESPONSE: 

See page 3 of the Cornmission's April 15, 2005 order in Case No. 2004-00444 

- "This results i!i Citipoltrer maintaining $3  8 million in gross plant assets, $2.173 million 

in  cquity, $122,568 in cash, and 5250,000 i n  debt " See also page 4 of the Commission's 

April 15, 2005 order in Case No. 2004-00444 - "Therefore, we find that thc corporate 

reorsanization proposed by Citipowcr sliould be approved " Sec also Response $ 2  .& a3 

to C'cli1lnIission Staff's First Data request to Citipowcr, LLC dated February 18, 2005. 
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Question Hb 
Page 1 of 1 I 

COMMOhrWEAI,'rH OF KENTUCKY 
B E F O E  1HE PLJBLJC SERVICE COMh4ISSION 

I n  thc Matter o f  

:UTLICL4'IION OF CITIPOWZR, LLC FOR 
R.VE ADJUSTMENT FOR SMALL UTILITIES 
Pl-"IISUANI' TO 807 KAR 5:076 CASE NO. 2008-00392 

8 Refer to the responses to Items 8.a and b. of Staff's first requcsk, w h i c h  

rmccrn Citiporver's $250,000 promissory note to CitiEnergy dated October 4, 2009. 

b. The response to Item 8.b. states that "The referenced $250,000 note 

\ \as  paid by Forcxco, Inc. in December 2004. Sec response to Commission Staff's First 

Zhla  Requests - February 18, 2005". Describe how the $250,000 i t  received from Forexco, 

Inc., was  used by Citiporver and idcntify the time period during ~ v h i c h  it was utilized 

RESPONSE: 

The referenced $250,000 note to CitiEnergy is different than thc f~250,QOO 

note the utility reccived from Forexco in 2UU4. The funds received wcre used In 

opcrations and working capital needs in 2005, See also Response $5 & #h to Commissioiz 

Staff's Second Data request to Citipower, LLC dattd March 9, 2005. and Response #6 

Supplemental Response dated March 15,2005. 



Q~iestion fic 
Page 1 ot 1 

COMh.IO.N\YEAI,TtI OF KENTUCKY 
BEFORE THE PUBLIC SFRVICE COhfhllSSION 

In the )\latter of: 

*\J'PI.ICAI'lON OF CITIPOWER, LLC FOR 
I<ATli ADJUSTMENT FOR SMALL lJ1 ~LT1'IES 
I'UIISUANT 1'0 607 K.4R 5076 CASE NO 2006-003YL 

8. Refer to the responses to Items 6 a. and b. of Staff's first request, which 

concern Citipower's S250,OOO promissory note to CitiEnergy dated Octohcr 4, 2009. 

c. Exhibit 3 of Citipowcr's application is its 5250,000 promissory note to 

C'~tiEnrrgy dated October 4, 2005 Descrihe how thc $250,000 i t  received from Cit i lhxgy 

\\.as used by Citipower and identify the time period during which it utilized. 

RESPONSE: 

See Response 8 (a) and S (b) above. Again, the 5250,000 note ( n o ~ v  less than 

The proceeds were used as 6211,3Y6) is the debt disclosed and approved in 2005. 

\i.orking capital prior to 2004 See case #2004-00144. 
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COhllvlON~VEALTtI OF KFN 1 LJCKY 
BEFORE THE PUBLIC SERVICF COhIMISSION 

I n  the Mattor of: 

APPI JCATJON OF CIIIPO'IYER, LLC FOR 
R.411f ADJUSl AENT FOR SMALL UTIILTIES 
PURSUANT 'TO 807 KAR 5:076 CASE NO. 2008-00392 

Robert L. Broivn Ill 
1005 South Main Street 
Corbin, Kentucky 40701 
Telephone: (606) 528-3073 
Attorney for Citipower, LLC 

CERTIFICATE 

1 hereby certify that tlic above and foregoing was on the &&.day of Decenther, 
2008, served by faxing and mailing thc original and scven (7) true and exact copies @f 
same, all postaie prepaid, addressed for delivery to: 

V e .  Stephanie Stumbo 
Executive Director 
COhfh.1ON'IYEALTH OF K E N I U C K Y  
PUBLIC SERVICE COMhfISSION 
21 1 Solver Building 
P 0. BOX 615 
FRANKFOIIT, KENTUCKY 40602 

And by mailing a true and correct copy to: 

Hrri?. Jack Conrvay 
A t t i m y  General 
David Edward Spenard 
Assistant Attorney General 
1023 Capital Center Drive 
Suite 200 
Frank) .. 7 t. Kcntucky 40601-8204 

,/ 


